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Executive
Summary
Values to the fore as environmental and social
consciousness sweeps the capital markets
Users of the capital markets, the world over, are now highly
alert to environmental and social issues — a remarkable
result, considering that nearly all practitioners were trained
in a different paradigm, in which financial return and
shareholder value were the pre-eminent considerations.
Our global survey of 500 issuers and 500 investors, across
Europe, Asia, the Middle East and the Americas, shows
around 60% of both groups say environmental and social
issues are ‘very important’. Three quarters of the rest say
they are ‘somewhat important’. Hardly any are indifferent.
The US, Europe and Canada are leaders on several
indicators, with awareness in the Middle East also high.
But even in the least aware regions, the vast majority of our
sample are paying attention to these issues.
By studying the views of issuers and investors alongside
each other, this survey reveals how the wishes and needs
of the two groups interact and feed off each other. While
on some matters, issuers and investors diverge, on many of
the major questions, they are aligned. The most important
reason for the rise to prominence of sustainability concerns
is the organisation’s own values and belief that this is right.
No less than 62% of investors that saw these issues as
important said ‘We believe it’s right to care about the world
and society’. Among issuers, 65% say caring about these
matters is ‘aligned with our values as an organisation’.
Issuers and investors also feel pressure from their
stakeholders — customers, employees, regulators
and society at large. But in virtually every region, the
organisation’s own values are the most often cited factor,
and in the rare exceptions, values come a close second.
This suggests capital markets participants have responded
to a shift in society, not reluctantly, but enthusiastically —
they share in and endorse the new consciousness.
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The survey points to many
notable trends shaping
sustainable finance, including:
¡¡ Supporters have yet to win the
argument that sustainable investing
is profitable. Nearly 40% of investors
believe it sometimes involves
accepting lower returns or higher
risk, while only 42% of issuers
see a potential financial gain from
responsibility — a lower share than
among investors
¡¡ As jurisdictions from China to the
European Union have begun to
legislate for sustainable finance, the
influence of regulators is strong in
driving sustainability consciousness,
for issuers and investors
¡¡ Disclosure to the market on
sustainability performance, by issuers
and investors, has a long way to go.
Issuers are ahead and many expect to
increase disclosure in future — nearly
two thirds of them welcome it. Many
investors still disclose little or nothing
on the sustainability of their portfolios
¡¡ Climate change is recognised as a
reality that already impacts business,
or will soon. Despite — or perhaps
because of — the heavy reliance of
the Middle East on oil and gas, this
region is the strongest for recognising
this. The US has the least near term
concern, but it is still nearly 50%. A
fifth of US issuers think they will never
be affected by climate change, but
none do not believe in it
¡¡ Large shifts in capital allocation are
coming, in response to sustainability
issues. Two thirds of issuers (and
in the Middle East 85%) expect to
reallocate capital noticeably in the
next five years
¡¡ Significant barriers exist to fuller
development of sustainable investing.
Chinese investors feel freest to pursue
this, with only 30% citing obstacles,
but globally, 60% do. Chief among
them are shortage of expertise, lack
of attractive investment opportunities
and lack of comparable ESG data
— highlighting the importance
of building the capital markets’
intellectual armoury for sustainability,
through education and research
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Middle East Report
Middle East wide awake to climate change

Issuers plan big shifts in capital allocation
As the Middle East works to reduce
its dependency on oil and gas and
diversify its economies, there is
strong recognition from survey
respondents in the region of the
impact climate change can have on
business.

the next closest region is Europe, where
69% expect this.

Issuers and investors are incorporating
climate change and sustainability
goals into their decision-making and
strategies.
Fifty-six percent of issuers say global
warming is already affecting them and
over 90% foresee an impact in the next
decade. Uniquely to the Middle East, not
a single issuer thinks it will be safe from
the effects of climate change for the next
30 years.
Middle Eastern issuers do not plan to
sit still — they are expecting to change
their allocation of capital in response to
environmental and social issues. Eightysix percent expect to move capital
substantially or to a noticeable extent —

Key Findings

This awareness of climate change
means most issuers in the Middle East
have both a strategy for reducing their
environmental impact and one for
ensuring they have a positive impact on
society. For 62% of them, this strategy
is public — almost as many as in the
Americas or Europe. Investors in the
Middle East are not quite so determined
— only 54% say environmental and
social issues are very important, a lower
share than elsewhere.
But virtually all the rest say these issues
are somewhat important. At 59%, the
share of investors that have a firm-wide
policy on responsible investing is 10
percentage points above the proportion
in Asia, but behind the Americas (68%)
and Europe (74%). However, when the
37% that intend to develop a policy are
added to those that have one, the Middle
East draws level with the Americas and
Europe.

Middle Eastern issuers overwhelmingly expect to
reallocate capital because of the environment and society
Over the next five years, I would expect our organisation to
change its allocation of capital away from activities challenged
by environmental and social issues, or towards activities that
promote positive environmental or social outcomes
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Slightly
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Global

Climate change is grasped as a real
and present danger by more issuers in
the Middle East than anywhere else.
Over 90% see impacts this decade and
56% feel them already
¡¡Capital will be moved substantially
in the next five years, to adjust to
environmental and social priorities.
Issuers here have more plans for
reallocation of investments than those
anywhere else
¡¡97% of the region’s investors and
98% of issuers (above averages) see
environmental and social issues as
important
¡¡Values of social responsibility are felt
strongly in the Middle East, especially
by issuers
¡¡There has been very little issuance of
labelled green, social and sustainable
bonds in the Middle East, although the
region has a thriving sukuk market,
in which proceeds must be used
according to Islamic principles. Fortynine percent of issuer respondents
say they might issue labelled bonds
in future, while a unique proportion of
investors reckon them less risky and
producing better returns than ordinary
bonds
¡¡There is high interest in ESG-linked
loans, with 40% of issuers saying the
product sounds ‘very interesting for us’
and 54% ‘potentially interesting’
¡¡Investors report the highest regional
perception of obstacles to pursuing
ESG investing more fully and broadly:
77% versus 61% globally
¡¡Middle Eastern asset owners are
seeking more guidance on ESG from
their asset managers than elsewhere.
An average of 29% of respondents
want more advice on each of eight
issues, against an average of 12% in
both Europe and the Americas
¡¡

Data problems
Facing roadblocks, seeking guidance
Middle Eastern investors report the highest regional
perception of obstacles to pursuing ESG investing more
fully and broadly: 77% versus 61% globally. This may be
because regional regulation is slow moving. The region’s
biggest hurdles are:
Lack of ESG data comparability between issuers (54%
compared to 26% globally)
¡¡Shortage of expertise or qualified staff (46% compared to
27%)
¡¡Lack of demand from clients (41% against 20%)
¡¡

Moreover, Middle Eastern asset owners are seeking more
guidance from their institutional investors than peers in other
regions, with particular focus on how the economy is likely to
evolve in response to climate change, measuring the impact of
their investments and green, social and sustainable bonds.
Middle East leads in perception of
climate as near term risk
Will climate change begin to affect our
business activities?
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It will never affect it
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I do not believe in
climate change
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I don’t know

Lack of data hampers Middle East investors
Is anything holding you back from pursuing ESG
investing more fully and broadly? And if so, what?
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No, nothing is holding us back
Yes, there are certain issues
holding us back….
Poor quality or availability of
ESG data
Lack of comparability of ESG
data across issuers
Lack of attractive investment
opportunities
Lack of disclosure by issuers

Middle East

Global

Inconsistency of ESG
definitions
Relatively poor financial
returns
Lack of demand from clients
Regulatory or legal constraints
Shortage of expertise or
qualified staff
Our firm does not want to go
further in this direction
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Middle East Report

Investors’ values
Asset owners prioritise environment
and society as well as returns

Investors’ clients in Middle East more likely to
lay as much emphasis on social or environmental
concerns as financial ones
What proportion of my clients place equal or greater
weight on social or environmental concerns as on
financial returns when making investment decisions…

The Middle East has a strong sense that its values
require caring about environmental and social issues.

Institutional clients

Among investors, 63% say they care about E&S issues
because ‘We believe it’s right’. That is in line with the global
average, but among issuers, 77% say ‘this aligns with our
value as organisation’. This is much higher than the share in
any other place studied in this report — the next highest is
the US on 70%.
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This attitude may be reflected, too, in the views of investors
about whether their clients care as much about social or
environmental concerns when making investing decisions,
as they do about financial returns.
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Retail or private clients

When it comes to retail or private clients, only 10% of
Middle Eastern investors say fewer than 5% of them give
parity to E&S issues — similar to Europe. Nearly half the
Middle East respondents reckon 5% to 20% of private
clients put value on these issues. Forty percent put the
share higher than 20%.
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For both institutional and retail clients, the Middle East is
just slightly behind Europe in having a high percentage
who said clients would put these issues on a par with
returns. Just over 70% of Middle Eastern investors believe
that at least 20% of their institutional clients would take this
view, compared with about 75% in Europe. In the Americas
and Asia, less than half of investors think this.

Europe
5% to 20%

20% to 50%

Americas
More than 50%

Asia

Green, social and sustainable debt
Investors to lap up labelled bonds
Middle Eastern investors are particularly positive about
labelled green, social and sustainable bonds.
These are debt instruments whose proceeds the issuer
promises to invest in green or social projects. The issuer
then reports to investors on how it has done this.
Almost half of investors in the region (49%) report that they
will start buying these instruments seriously for the first time
in the next two years, while a further 19% will increase their
investments.
An unmatched 46% and 40% judge that they are less risky
and produce slightly better returns than ordinary bonds,
compared with 39% and 35% globally. However, over 40%
of the region’s investors also make the opposite case on the
instruments’ returns.
Issuers are also enthused about this type of debt. Fortynine percent of respondents, a global high, say they are
considering entering the market.
Meanwhile, an exceptional 94% of issuers are interested
in ESG-linked loans — the highest proportion globally (the
average is 75%). These instruments give the issuer a lower
interest margin if it hits environmental or social targets, or a
higher one if it deteriorates.

Middle East green bond demand to grow
Investors’ allocation to green, social and sustainable
bonds will evolve in the next two years...
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We intend to start buying them seriously for the first time
We already buy them but will buy more
We already buy them but will not change our allocation
We already buy them but will reduce our allocation
We do not buy them and are unlikely to start
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Methodology
GlobalCapital, the capital markets
newspaper, and Euromoney Data
conducted a global survey of investors
and capital markets issuers in June
and July 2019. The survey is unusual
in questioning issuers and investors at
the same time.
The questionnaires for issuers and
investors were different, but in
many cases the questions were
complementary, to give insight into
the perceptions each group have of the
other.
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Issuers

Investors

Americas

135

135

US

50

Canada
Brazil and Mexico

The study was designed to cover a
wide diversity of organisations, by size,
geography and type of activity.
Investors and issuers were invited to
participate in online surveys, comprising
multiple choice questions. The surveys
were offered in Chinese, English, French,
German, Portuguese and Spanish.
Over 1,300 completed responses were
received from issuers and investors.
To participate, they had to enter their
contact details, the name, nature and
size of their organisation, and where

Issuers

Investors

Europe

120

120

50

UK

50

50

50

50

France

35

35

35

35

Germany

35

35

Issuers

Investors

Issuers

Investors

Asia

175

175

Middle East

70

70

Mainland China

50

50

Saudi Arabia

35

35

Hong Kong SAR

50

50

UAE

35

35

Singapore

35

35

Indonesia,
Malaysia and
Thailand

40

40
TOTAL

500

500

they were based. Responses are treated
anonymously.
From these, a structured sample was
extracted for use in the survey. This
comprised 500 issuers and 500 investors,
distributed across 15 target markets in
four regions.
Where there were too many responses
from a particular country, those from
larger organisations were used.
The sample analysed is as follows:

Investors by assets under management

Investors by type
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100%
90%

Over $100bn
$25bn to $100bn

80%

$5bn to $25bn
$1bn to $5bn

70%

Other

90%

Central bank, supranational,
sovereign wealth fund

80%

Non-financial company
Foundation

70%

Family office

Up to $1bn

Pension fund

60%
60%

Insurance company
50%

Bank

50%

Asset manager
40%

40%
30%
30%
20%
20%
10%
10%
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Issuers by annual revenue

Issuers by industry

100%
90%

Over $100bn
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80%
70%
60%
50%

$25bn to $50bn
$10bn to $25bn
$5bn to $10bn
$1bn to $5bn
$500m to $1bn
$250m to $500m
Up to $250m

40%

Clockwise from top
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Supranational
organisation

Consumer goods

Central
government

Telecoms

Local government
Banking

0%

Insurance
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Investors by asset type

Healthcare
Information
technology

Oil, gas, coal and
chemicals
Metals and mining
Electricity and
water

Business services

Transport

Retail and
consumer services

Building materials

Industrial goods

Real estate

100%

80%
Equity
60%

Debt
Both equity and debt

40%

20%

0%
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